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e The secondary capital account is not a
share account and the funds committed to
the secondary capital account are not in-
sured by the National Credit Union Share In-
surance Fund or any other governmental or
private entity.

The funds committed to the secondary cap-
ital account and any interest paid into the
account may be used by (name of
credit union) to cover any and all operating
losses that exceed the credit union’s reserves
and undivided earnings exclusive of allow-
ance accounts for loan losses, and in the
event the funds are so used (name of
credit union) will under no circumstances re-
store or replenish those funds to
(name of institutional investor).

By initialing below, (name of cred-
it union) and (name of institutional
investor) agree that accrued interest will be:

paid into and become part of
the secondary capital account;
paid directly to the investor;
paid into a separate account
from which the investor may make with-
drawals; or
any combination of the above
provided the details are specified and
agreed to in writing.
e In the event of liquidation of
(name of credit union), the funds committed
to the secondary capital account shall be
subordinate to all other claims on the assets of
the credit union, including claims of member
shareholders, creditors and the National
Credit Union Share Insurance Fund.
e The NCUA may prohibit payments of
principal, dividends or interest on
(name of credit union) uninsured secondary
capital accounts established after August 7,
2000, if (name of credit union) has
been in operation less than 10 years and has
$10 million or less in assets and the provi-
sions of §701.34(b)(13) of NCUA’s regulations
are met, or, if (name of credit union)
has been in operation for 10 years or more or
has more than $10 million in assets and the
provisions of §701.34(b)(12) of NCUA’s regula-
tions are met.

(signaturé)'

(official title)
[61 FR 3790, Feb. 2, 1996, as amended at 61 FR

50695, 50697, Sept. 27, 1996; 64 FR 72270, Dec.
27, 1999; 66 FR 21131, Apr. 20, 2000]

§701.35 Share, share draft, and share
certificate accounts.

(a) Federal credit unions may offer
share, share draft, and share certificate
accounts in accordance with section
107(6) of the Act (12 U.S.C. 1757(6)) and
the board of directors may declare divi-

§701.36

dends on such accounts as provided in
section 117 of the Act (12 U.S.C. 1763).

(b) A Federal credit union shall accu-
rately represent the terms and condi-
tions of its share, share draft, and
share certificate accounts in all adver-
tising, disclosures, or agreements,
whether written or oral

(c) A Federal credit union may, con-
sistent with this section, parts 707 and
740 of this subchapter, other federal
law, and its contractual obligations,
determine the types of fees or charges
and other matters affecting the open-
ing, maintaining and closing of a share,
share draft or share certificate ac-
count. State laws regulating such ac-
tivities are not applicable to federal
credit unions.

(d) For purposes of this section,
‘“‘state law’” means the constitution,
statutes, regulations, and judicial deci-
sions of any state, the District of Co-
lumbia, the several territories and pos-
sessions of the United States, and the
Commonwealth of Puerto Rico.

[47 FR 17979, Apr. 27, 1982, as amended at 50
FR 4637, Feb. 1, 1985; 59 FR 50445, Sept. 27,
1993]

§701.36 FCU ownership of fixed assets.

(a) Investment in Fired Assets. (1) No
Federal credit union with $1,000,000 or
more in assets may invest in any fixed
assets if the investment would cause
the aggregate of all such investments
to exceed five percent of the credit
union’s shares and retained earnings.

(2) The NCUA may waive the prohibi-
tion in paragraph (a)(1) of this section.

(i) A Federal credit union desiring a
waiver must submit a written request
to the NCUA regional office having ju-
risdiction over the geographical area in
which the credit union’s main office is
located. The request must describe in
detail the contemplated investment
and the need for the investment. The
request must also indicate the approxi-
mate aggregate amount of fixed assets,
as a percentage of shares and retained
earnings, that the credit union would
hold after the investment.

(ii) The regional director will inform
the requesting credit union, in writing,
of the date the request was received
and of any additional documentation
that the regional director might re-
quire in support of the waiver request.
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